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_/CHANGING OUR STRUCTURE 


annual report 1975 


OUR COVER THEME «>... 


The economic environment in which we operate has 
undergone drastic change during the first half of the seventies 
and no sector has been more broadly affected than the 
automotive industry. Anti-pollution regulations - improvement 
in safety standards - the energy crisis - persistent inflation - 
have had a profound effect on the markets we serve and the 
products we produce. As a consequence we have devoted 
much of our efforts over these past years to gradually 
CHANGING OUR STRUCTURE .. . directing our efforts to 
more, stable markets in order to minimize the effect of 
cyclical extremes in our operations. 


In the pages that follow, we present a progress report of these 
changes and a brief description of our corporate structure and 
Our operating divisions as they appear today. 


The results of the 1975 fiscal year are set out in the financial 
statements. The Report of our Board of Directors summarizes 
the highlights of the year and takes a brief look at the future. 
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RESULTS IN BRIEF 1975 1974 
SALES | $90,187,000 $90,051,000 
NET INCOME 3,045,000 2,408,000 
DEPRECIATION AND AMORTIZATION 4,565,000 4,192,000 
CASH FLOW* 7,610,000 6,600,000 
NEW INVESTMENT IN PLANT AND EQUIPMENT 4,284,000 3,825,000 
CASH DIVIDENDS PAID 1,436,000 1,461,000 
SHAREHOLDER’S EQUITY 31,271,000 29,662,000 
NET INCOME PER SHARE $ 51 $ .40 
CASH DIVIDENDS PER SHARE $ .24 $ 24 
EQUITY PER SHARE $5.22 $4.96 
NUMBER OF SHAREHOLDERS 2,700 2,550 


*Net Income plus Depreciation and Amortization 


REPORT TO OUR SHAREHOLDERS: 


A 26% improvement in earnings for 
our 1975 fiscal year on substantially 
the same dollar volume of sales must 
be viewed as real progress when we 
consider the overall state of the North 
American economy. 


During the year the North American 
Automobile and Truck industry was 
affected by the recession resulting in 
assembly plant shutdowns and 
schedule cutbacks as our major 
customers attempted to bring 
inventories in line with sales. Actual 
shipments of units from our plants 
were down from the previous year, but 
the effect of inflation resulted in sales 
of $90,187,000, marginally higher than 
the $90,051,000 in 1974. 


Faced with partial-capacity 
operations, company-wide programs 
were instituted to tightly control costs, 
to balance inventories and to reduce 
working capital requirements. These 
proved effective and as a result 
earnings were $3,045,000, or 51 cents 
per share compared to $2,408,000, or 
40 cents per share, reported last year. 


With one exception, all of our 
operating Divisions were affected by 
the decrease in vehicle production. 
The Frame Division, whose output is 
practically all for passenger cars, 
suffered a reduction in sales volume, 
but held the effect on earnings to a 
minimum by adjusting its operation 
promptly in line with the reduced 
customer demands. 


The Drive Train Division showed an 
increase in sales as a result of higher 
unit prices and broader market 
penetration. Profit margins, however, 
improved significantly in response to 
cost control programs. 


Increased market demand for our 
products produced a 47% increase in 
the sales of the Agricultural Division 
and substantially higher earnings. 


Forge Division sales increased as a 
result of the greater demand for 
agricultural components and pricing 
adjustments to recoup higher steel and 
labour costs, and profit margins were 
maintained. 


Demand for the varied products and 
services of our Aftermarket Division 
remained strong in spite of the 
problems in the economy, 
emphasizing the stability of this 
market. During the year, however, we 
phased the division’s St. Thomas plant 
out of the manufacture of passenger 
car piston rings when reduced volume 
made it non-competitive. This 
operation has now been changed over 
to the production of heavy-duty drive 
line components. The plant also 
continues to manufacture a wide 
range of gaskets for both original 
equipment and the aftermarket. 


OUR MARKETS 


Since 1970 the economic environment 
worldwide has undergone considerable 
change. At Hayes-Dana we have 
reacted to these changes by seeking to 
increase our penetration of those 
markets which offer some insulation 
against cyclical swings and display a 
strong growth pattern. 


OUR MARKET PATTERNS — 1975 
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ITH iN SALES AND ASSETS. 


Ever since we adopted Divisionalization as a 
basic operating philosophy to better meet the 
challenges imposed by the Canada-U.S. Automotive 
Trade Agreement in the mid-sixties, we have 
continued to adjust our corporate organization in 
reaction to the changes in our markets and the 
products we manufacture and distribute. 


Today we have five autonomous operating 
Divisions guided by a five-man administrative 
committee, headed by a President. A small and 
effective support staff handles the general 
corporate affairs and consolidations and provides 
counsel to the Divisions in areas of finance, 
taxation, industrial relations, etc. This group 
co-ordinates the overall activities of the company, 


Our administrative committee (left to right) Jim Ayers, 
Bill Thompson, George Doresco, Hubert Langford, 
“Woody” Morcock. 


establishing POLICIES, GOALS AND OBJECTIVES, 
directs CORPORATE DEVELOPMENT - determining 
direction and planning for the future - and guides 
our MANAGEMENT DEVELOPMENT programs to 
provide people for our future. 


The operating Divisions are also charged with 
responsibility in these areas. They are expected to 
adopt these prime principles, modifying them to 
their own particular situations in order to make 
their individual contribution to the total results. 
Within each Division, decision-making has been 
decentralized where practical by breaking the 
operation down into sections - profit centres - each 
fully responsible for all phases of its activity - 
manufacturing, engineering, sales, accounting, etc. 


eS 
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DRIVE TRAIN DIVISION 


No section of our company has contributed more to CHANGING 
OUR STRUCTURE than the backbone of our organization, the Drive 
Train Division. Last year we made our final move away from the 
cyclical passenger car market when we discontinued the supply of 
automobile drive shafts to a major customer. Already this volume has 
been replaced by medium-duty truck drive shafts. 


Once a highly diversified operation which produced a wide array of 
products mainly for passenger cars, the division now concentrates on 
Universal Joints and Propeller Shafts for trucks and the most 
sophisticated off-highway equipment in use in the mining, forest 
products and construction industries. 


In co-operation with the engineering staffs of its sister divisions in 
the Dana Group, the Drive Train Division personnel work closely with 
their counterparts in the vehicle and equipment assembly plants, 
modifying and updating our SPICER products to meet their changing 
requirements. 


In order to provide more effective service to our customers, two 
satellite facilities are now in operation. A heavy-duty propeller shaft 


General view of one section of the assembly area which turns out drive 
shafts for light and medium duty trucks. The Division has an overall 
Capacity to produce an excess of one million shafts a year ranging from 
light to heavy duty. 


| 


jassembly plant in Burnaby, B.C. supplies the west 
coast truck manufacturers in both United States and 
§Canada. In our St. Thomas, Ontario plant, a new 
imachining line is turning out heavy-duty sleeve yokes. 


Hayes-Dana was for many years involved in the 
anufacture of carrier-type driving axles. Today, our 
Drive Train Division, with a modern and efficient 
facility, concentrates on the production of induction 
hardened axle shafts for use in many automotive 
applications — mainly light trucks and specialty 


weden and to Dana associates in Mexico, Venezuela, 
Colombia, and Korea. 


In the coming year, the Division will continue its 
program to keep abreast of the steadily increasing 
demands of its customers by updating equipment and 
increasing capacity where necessary. 


Louis Argenta and George Dallman are shown drilling end yokes 


on multi-station machines. 


Art Degagne, in the Burnaby, B.C. assembly plant, is shown 
pressing up and welding a heavy duty drive shaft for one of the 


west coast truck manufacturers. 


ehicles such as golf carts. Its products are supplied to 


Richie Bocchinfuso operates a battery of machines to drill, 
broach and spot-face end yokes. 


Bill Robertson drilling centre holes in front wheel spindles for 
export to the United States. 


Peter Hiegel assembles a totally-enclosed safety shield 
to an Ag-master power take-off shaft. This shield 
provides maximum protection to workers operating 
today’s tractor-powered implements. 


Below, Robert Bowman presses and welds end yokes 
into drive shaft tubes on this special Hayes-designed 
automatic horizontal welding machine. 


Below right, Lawrie Stevens assembles a Lini-Roll low- 
friction telescoping unit into an Ag-master power 
take-off shaft. The Lini-Roll unit was developed by the 
Hayes-Dana Agricultural Division for use in high 
torque applications to reduce the force required to 
extend and compress the drive shaft when cornering. 


. DANA 


AGRICULTURAL 
DIVISION 


An outgrowth of the Drive Train Division with 
which it is still closely associated, our Agricultural 
Division now stands out as one of the fastest growing 
operations within OUR CHANGING STRUCTURE. 
Within the Dana Group, the Division has pioneered 
the engineering and design of power transmission 
systems tailored to the special high torque demands 
of the Agricultural Equipment industry. We expect our 
agricultural business to grow at a rate greater than our 
other products lines, and we are preparing for major 
changes in the structure of this division. More space 
and more equipment are continually being allocated 
for production and more of our highly trained 
personnel are moving into the Division to ensure the 
development of new methods and technology to meet 
the needs of a rapidly changing market and an 
expanding division structure. 


Tractors are now moving well above the 100 hp 
range as implements become heavier and require 


nore power. Our Ag-master product design is adaptable 
fo the heavier component requirements of this equip- 
nent. Hayes-Dana’s engineering staff is in constant 
iaison with the design personnel of the implement 
nanufacturers and co-operates in development and 
ield-testing of new components and new features to 
meet the requirements of the more powerful and 
,ophisticated farm equipment of tomorrow. 


The world today faces the serious problem of 
eeding its steadily increasing population. In spite of 
mprovements in farming methods through mechani- 
ration, food shortages persist. 


At Hayes-Dana we view this as both a challenge 
nd an opportunity. For this reason our Agricultural 
Jivision, through an active research and development 
program, is continually seeking new products that will 
mprove the efficiency of farm equipment. 


Our Agricultural Division was one of the pioneers in North 
America in the development of plastic safety shielding for 
power take-off shafts. Our latest design, the totaily-enclosed 
version, was developed in conjunction with one of our major 
customers. Today, we produce over 300,000 agricultural shafts 
annually and more than 80% of these carry piastic shields. 
The shipment shown here is being specially crated for export 
to customers in United States, Mexico, South America, 
Australia and New Zealand. 


Left, Ag-master Gear Boxes are a growing part of the Division’s 
product line. New and larger models are continually being 
developed to broaden our coverage and service to the 
implement manufacturers. Here Tom Smith assembles the 
cover on a T-drive unit. 


The economic events of the early seventies, 
particularly the oil crisis with its effect on both the 
availability and price of gasoline, have caused us to 
look seriously at the current operation and the 
future direction of our Frame Division. Today, we 
supply perimeter frames for intermediate-size 
passenger cars, a market, which, in itself, has stood 
up well. However, with automobile sales generally 
depressed, there is an excess of frame production 
capacity. 

During the past year, in spite of the capital- 
intensive nature of this business, the Division was 
able to effectively gear its operation to the lower 
volume, and avoided a major loss. 


Having demonstrated this flexibility, the Frame 
Division is exploring the possibility of CHANGING 
ITS STRUCTURE to fully utilize all its assets by 
modifying its production facilities. Alternate 
markets are being carefully reviewed seeking new 
products to manufacture and already it is 
producing some structural components for light 
commercial trucks. 


FRAME DIVISION 


1. Efficient material 
handling helps to keep 
costs to a minimum. This 
stacker crane loads a 16- 
frame lift on to a railway 
flatcar which carries a 
total of 160 frames. 

2. lvan Martel hangs cross 
members for light trucks 
on a conveyor which will 
take them through the 
painting operations. 

3. Welding cross members 
to the side rails is one of 
the last operations on the 
frame assembly line. 


FORGE DIVISION 


Our CHANGING STRUCTURE manifests itself in the Forge Division 
through modernized equipment and expanded capacity. With an 
annual capacity approaching 30,000 tons, it supplies closed die 
forgings only to the North American Universal Joint and Axle plants 
of the Dana Group, in direct competition with major independent 
forge shops in the United States. 


_ By keeping pace with new equipment trends, by developing and 
improving its manufacturing processes, the Division has established a 
reputation for quality and service and has been accorded “Product 
Parentage” for forgings within Dana. As leader, it is fully responsible 
for the development of product and manufacturing technology and 
the co-ordination of the supply of forgings to both Dana and Hayes- 
Dana plants. 


With steel, natural gas, oil and all its other raw material and energy 
requirements readily available here in Canada, the Forge Division has 
become of major importance to the Dana Group in serving its North 
American markets. In our opinion, the Forging industry as a whole is 
not expanding at the rate required to meet the growing needs of the 
marketplace. 

At Hayes-Dana we are responding to this opportunity. With steady 
increases expected for parts from the heavy-duty equipment 
industries, our Forge Division is planning further expansion of its 
facilities to keep pace with the demands of its customers. 


4. This duplicator, operated by 
Bill Raybould, is one step in the 
electro-discharge method of 
producing the hundreds of forging 
dies required by the division’s 22 
hammers. 

5. A general view of the main bay 
of the Forge Division plant. 

6. Bob Marshall trims a tandem 
sleeve yoke forging on a hot trim 
press. 

7. Harry Abbey working at a 
modern 4,000 pound air-operated 
drop hammer, one of the major 
pieces of equipment recently 
installed to increase the efficiency 
and capacity of the Forge 
Division. 


© EDMONTON : 
® BURNABY 3. *MONCTON 
i CWNNIPEG : — 
: — —  ® MONTREAL 
@ REGIONAL WAREHOUSES | | 
& CENTRAL WAREHOUSES a _ 
_ @ TORONTO 

m STONEY CREEK 


“ @ ST.CATHARINES 
ST. THOMAS 


AFTERMARKET DIVISION 


Nasco and Renu products, including clutches shown above, 
are shipped to regional distribution warehouses from the 
Stoney Creek, Ontario plant, the Division’s remanufacturing 

facility. We continue to focus on the truck and heavy equip- 
ment markets, and in order to improve the service to these 
customers, regional operations specializing in heavy-duty 
units are being set up. 


Our goal to establish a broader base in what is 
generally regarded as a “recession-resistant” market has 
inspired significant CHANGES in the STRUCTURE of 
our Aftermarket Division. We see,in the service parts 
sector, the greatest opportunities for growth and 
stability within the automotive industry, particularly in 
the service to the fleets and operators of heavy off- 
highway, industrial and agricultural equipment. 


The Aftermarket Division plans to serve these 
markets, not merely as a parts distributor, but as a 
diversified organization offering systems engineering 
and modification and application services to its 
customers. The acquisition of Byers Truck & Trailer 
Equipment Service fits these plans. Already they 
provide installation of automatic lubrication systems, 
frame and drive line modification, etc., and their 
operation will provide a sound foundation for 


~*~. 
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Installation of special equipment for truck fleets and heavy 
equipment operators is a major part of the business of Byers 
Truck & Trailer Equipment Service Limited, the latest addition 
to our Aftermarket Division. Dave Smith is shown adding an 
air-ride suspension system to a heavy duty truck which has 
been converted to a tandem wheel unit at one of Byers’ 
Ontario service centres. 


penetration in the heavy equipment service area. These 
service facilities will be backed up by small but 
versatile manufacturing operations here in Canada to 
supply the equipment required to meet the special 
demands of our markets. 

Our Aftermarket Division is responsible for “KEEPING 
POWER WORKING”. The industries we service cannot 
afford idle equipment. Over the past five years, sales of 
heavy-duty trucks have expanded rapidly, and the 
requirement for repairs and replacement parts will soon 
catch up. Our SPICER-VICTOR-PERFECT CiRCLE- 
NASCO-RENU-CHELSEA products from the manu- 
facturing plants of the Dana Group, rounded out by 
products from outside sources to provide “full-line” 
coverage, are supplied through all distribution channels 
across Canada from strategically located regional 
warehouses. 


Far left, a general view of the main starter assembly line at our 
Stoney Creek, Ontario plant. This operation remanufactures 
electrical components, clutches and water pumps for all types 
of vehicles from passenger cars to heavy duty trucks and off- 
highway equipment, restoring the units to original quality 
standards. The products are marketed under several private 
labels, as well as our own Nasco and Renu trademarks. 


Victor gaskets, more than five million annually, are produced 
in our St. Thomas, Ontario plant. Shown in the centre picture 
is a two-stage latex and graphite coating operation. This 
coating, on manifold gaskets, provides positive sealing even 
with slight irregularities in the surfaces to be sealed. 


Don Fowler, left, packs orders for shipment to one of our 
distributors, from the 60,000 sq. ft. Perfect Circle-Victor 
warehouse in St. Thomas, Ontario. 


HAYES-DANA LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET 


3 YEAR ENDED 
T 3 AUGUST 31 
ASSETS 1974 
CURRENT. ASSETS: 
Cash $ 162,000 
Accounts receivable 10,437,000 
Inventories (Note 2) : 20,303,000 
Prepaid expenses 823,000 
Due from Dana Corporation and affiliates — 
31,725,000 
FXEDEASSEDLS eA C@ siz 
Land and improvements to land 900,000 
Buildings 10,035,000 
Machinery and equipment 41,645,000 
52,580,000 
Less — Accumulated depreciation 21,382,000 
31,198 000 
OFMERZASSETS: 
Investments at equity 564,000 
Unamortized deferred expenses (Note 3) 1,362,000 
Other investments 299 000 
2225, OOO 


APPROVED BY THE BOARD: 
G. B. MITCHELL, Director $65,148 000 
GEORGE D. DORESCO, Director Se eee 


YEAR ENDING 
LIABILITIES AND SHAREHOLDERS’ EQUITY IC AUGUST 31 


1974 


CURRENT LIABILITIES: 


Bank advances $ 8,665,000 
Accounts payable and accrued liabilities 11,896,000 
Due to Dana Corporation and affiliates 383,000 
Income taxes payable a 
Current portion of long-term debt 2,000,000 
Dividend payable 358,000 
23,302,000 


LONG-TERM DEBT: 
7-3/8% secured debenture (Note 4) 4,000,000 


DEFERRED INCOME TAXES 8,184,000 


SHAREHOLDERS’ EQUITY (Notes 5 and 6): 
Common shares, without nominal or 


par value 9,274,000 
Retained earnings 20,388,000 
29,662,000 

$65,148,000 


HAYES-DANA LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF 


INCOME AND RETAINED EARNINGS 


YEAR ENDED 
AUGUST 31 
1974 
Sales 10 $90,051,000 
Dividends, interest and other income (net) 220,000 
90,271,000 
Costs and expenses (including depreciation of 
$3,667,000 in 1975 and $3,376,000 in 1974): 
Cost of Sales 90 =81,124 000 
Selling, general and administrative expenses | 3,641,000 
Interest on long-term debt | 509 000 
Bank interest 685,000 
85,959,000 
Income before income taxes 4,312,000 
Income taxes 1,904 000 
Net income for the year 2,408 000 
Dividends declared (Note 5) 1,603 ,000 
Earnings retained in business 805,000 
Retained earnings: 
Beginning of year 900 = 19,583,000 
End of year ) $20,388,000 
Sea 
Net income per share 40¢ 
Cash dividends paid per Class A share 24¢ 
Cash dividends paid per Class B share 20.4¢ 


HAYES-DANA LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF CHANGES IN 


FINANCIAL POSITION 


YEAR ENDED 
AUGUST 31 
1974 
Financial resources were provided by: 
Net income $2,408 000 
Charges not requiring Current funds — 
Amortization of deferred expenses 816,000 
Depreciation 3,376,000 
Deferred income taxes 1,198,000 
Funds from operations 7,798,000 
Capital stock issued 11,000 
Decrease in other assets, before 
amortization of deferred expenses a 
7 809,000 
Financial resources were used for: 
Additions to plant and equipment (net) 3,762,000 
Dividends and special tax paid 1,461,000 
Increase in other assets, before 
amortization of deferred expenses 321,000 
Reduction of long-term debt 2,000,000 
7 544,000 
Increase in working capital 265 ,000 
Working capital at beginning of year 8,158,000 
Working capital at end of year 


$8 ,423,000 


HAYES-DANA LIMITED 
AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — AUGUST 31, 1975 


1. SUMMARY OF ACCOUNTING POLICIES: 


The significant accounting practices and policies employed in the preparation of the consolidated 
financial statements of Hayes-Dana Limited and its subsidiaries are summarized below. 


. 


The consolidated financial statements include the accounts of the Company and its wholly-owned ~ 


subsidiary companies, Hayes-Dana Parts Co. Ltd., Hayes-Dana Properties Limited, Hayes-Dana 
Special Services Limited and HDSP Parts Limited. 


Investments in corporate joint ventures are carried at cost plus equity in their undistributed net 
income. 


Other long-term investments are carried at net realizable value except for one minor foreign 
subsidiary which is carried at cost. 


Depreciation is computed over the estimated useful lives of property, plant and equipment using the 
straight-line method for financial reporting purposes and accelerated depreciation for income tax 
purposes. Amounts equal to the related reduction in income taxes are provided in deferred income 
taxes. The carrying value of properties retired or otherwise disposed of, and accumulated 


depreciation thereon, are eliminated from the accounts and any resulting gain or loss is recognized — 


in income. Expenditures for maintenance and repairs are charged to income and renewals and 
betterments are capitalized. 


The Company’s frame plant operations are affected to some extent by car model changes. It is the © 
Company’s policy to defer expenditures incurred to bring the frame plant into full production as a — 
result of major expansions and model changeovers, and to amortize such expenditures over the © 


estimated production life of the new design. 


Foreign currency balances and transactions are translated into Canadian dollars as follows: long-term — 


assets and liabilities at exchange rates in effect at dates of acquisition; Current assets and liabilities 


: 


& 


at rates in effect at August 31; revenue and expenses at average rates for the year. Unrealized gains — 
on translation of foreign currency are deferred and carried forward on the consolidated balance | 
sheet; unrealized losses are charged to income. The unrealized gain as at August 31, 1975 resulting — 


from the translation of net current balances at year-end rates of exchange is not significant. 


Earnings per share are computed on the basis of the weighted average number of shares outstanding 
during the year. Shares reserved for issuance under the stock option plan would not materially dilute — 


earnings per share. 


2. INVENTORIES: 


was charged against earnings of the current 


Inventories are valued at the lower of cost and 
net realizable value with cost determined on a 
first-in first-out basis, and consisted of: 


1975 1974 
Raw materials $ 6,597,000 $ 6,146,000 
Work-in-process & 
finished goods 12,896,000 14,157,000 


$19,493,000 $20,303,000 


3. UNAMORTIZED DEFERRED EXPENSES: 


During the year $898,000 of deferred expenses 


year. The unamortized deferred expenses of 
$464,000 at August 31, 1975 will be amortized 
in 1976. 


4. LONG-TERM DEBT: 


During the year the Company repaid $2,000,000 
of the 7-3/8% debenture, leaving a balance of 
$4,000,000 at August 31, 1975. The Company is 
required to make semi-annual repayments of 
$1,000,000 in December 1975, and $1,500,000 in 
June and December, 1976. The debenture is 
secured by certain of the Company’s property 
and equipment. 


5. CAPITAL STOCK: 


The authorized capital of the Company is 
8,000,000 Class A and B shares. There are 
5,985,530 shares issued consisting of 5,842,075 
Class A and 143,455 Class B as at August 31, 
1975. The shares are inter-convertible on a 
share-for-share basis and the rights of each class 
are identical. Both classes of shares rank 
equally as to dividends but Class A shares are 
entitled to taxable cash dividends; Class B 
shares are entitled to dividends out of tax-paid 
undistributed surplus on hand and 1971 capital 
surplus on hand. These dividends will be in an 
amount equivalent to the dividends paid on the 
Class A shares less any applicable taxes. The 
1974 dividends declared of $1,603,000 include a 
stock dividend and related taxes of $167,000. 


6. STOCK OPTIONS: 


The Employees’ Stock Option Plan provides for 
options to be granted to key employees to 
purchase up to 110,250 shares of the Company’s 
capital stock at a price equal to the market 
value of the shares at the date granted. During 
the year ended August 31, 1975 no options 
were exercised and options on 10,500 shares at 
$5.00 per share were granted. At August 31, 
1975 the following options to purchase were 
outstanding: 59,623 shares at $4.99; 10,500 
shares at $5.00; 8,925 shares at $9.05 and 1,050 


AUDITORS’ REPORT 


To the Shareholders of Hayes-Dana Limited: 


Shares at $11.16, including options for 52,125 
shares held by directors and officers. 


7. PURCHASE AGREEMENT: 


The Company has agreed to purchase all the 
outstanding shares of Byers Truck & Trailer 
Equipment Limited, a small Canadian operation. 
The purchase will be completed if the 
necessary approval is obtained from the Foreign 
Investment Review Agency. 


8. REMUNERATION OF 
DIRECTORS AND OFFICERS: 


The Company and its subsidiaries paid $17,800 
to eight directors and $343,176 to eight officers, 
two of whom are directors. 


9. PENSION PLANS: 


The unfunded past service liability of the 
Company’s pension plans which is_ being 
amortized over not more than fifteen years is 
estimated by independent actuaries to be 
$7,900,000 (of which $5,200,000 represents 
employees vested benefits). Pension plan 
expenses for the year amounted to $1,739,000 
(1974 — $1,173,000). 


We have examined the consolidated balance sheet of Hayes-Dana Limited and its subsidiaries as at 
August 31, 1975 and the consolidated statements of income and retained earnings and changes in 
financial position for the year then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as we 


considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the 
Companies as at August 31, 1975 and the results of their operations and the changes in their financial 
position for the year then ended, in accordance with generally accepted accounting principles applied 


on a basis consistent with that of the preceding year. 


Hamilton, Ontario. 


September 24, 1975. 


PRICE WATERHOUSE & CO. 
Chartered Accountants 
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BOARD OF DIRECTORS 


The Board consists of 10 members - five indepen- 
dent Canadian businessmen - four representing 
Dana Corporation - and our Canadian President. 


H. J. CARMICHAEL — TORONTO, ONTARIO 
INDUSTRIALIST 


A. G. COULTER — OSHAWA, ONTARIO 
PRESIDENT - SEEBURN METAL PRODUCTS LIMITED 


uJ G. D. DORESCO — ST. CATHARINES, ONTARIO 
H. J. Carmichael J. E. Martin PRESIDENT - HAYES-DANA LIMITED 


J. E. MARTIN — TOLEDO, OHIO 
CHAIRMAN OF THE EXECUTIVE COMMITTEE - DANA CORPORATION 


R. C. MCPHERSON — TOLEDO, OHIO 
CHAIRMAN OF THE BOARD - DANA CORPORATION 


G. B. MITCHELL — TOLEDO, OHIO 
PRESIDENT - DANA CORPORATION 


& 


D. G. Willmot R. C. McPherson S. T. PATON — TORONTO, ONTARIO 
DEPUTY CHAIRMAN - TORONTO-DOMINION BANK 


B. R. REIMER — TOLEDO, OHIO 
GROUP VICE-PRESIDENT - DANA CORPORATION 


J. D. STEVENSON, Q.C. — TORONTO, ONTARIO 
PARTNER - SMITH, LYONS, TORRANCE, STEVENSON & MAYER 


D. G. WILLMOT — TORONTO, ONTARIO 
CHAIRMAN OF THE BOARD - THE MOLSON COMPANIES LIMITED 


S. T. Paton G. B. Mitchell 
Regular meetings of the Board are held quarterly in December, 
March, June and September. The Annual shareholders’ meeting 


is normally held on the first Wednesday in Novernber. 


COMMITTEES 


Each of the ten directors serve on one or more of the 
standing committees which meet as required. 


A. G. Coulter B. R. Reimer EXECUTIVE FINANCE AND INVESTMENT 


J. E. Martin, Chairman S. T. Paton, Chairman 

H. J. Carmichael G. D. Doresco 

D. G. Willmot R. C. McPherson 

G. B. Mitchell B. R. Reimer 

G. D. Doresco J. D. Stevenson 

AUDIT COMPENSATION 

A. G. Coulter, Chairman H. J. Carmichael, Chairman 
f 3 S. T. Paton R. C. McPherson 

J.D.Stevenson,Q.C. G.D. Doresco J. D. Stevenson J. E. Martin 
D. G. Willmot 


REGISTRAR AND TRANSFER AGENT: CANADA PERMANENT TRUST COMPANY, TORONTO, ONTARIO 
BRANCHES: VANCOUVER, CALGARY, REGINA, WINNIPEG, MONTREAL, HALIFAX 


CO-TRANSFER AGENT: THE OHIO CITIZENS TRUST COMPANY, TOLEDO, OHIO 


LISTED — TORONTO STOCK EXCHANGE — HAY. A. 


Le 


a member of the DANA group... 


a multi-national organization 
TURNING POWER INTO PROGRESS 
AROUND THE WORLD 


CORPORATE HEAD OFFICE — Thorold, Ontario 
DRIVE TRAIN DIVISION — Thorold, Ontario 

BRANCH PLANTS — St. Thomas, Ontario — Burnaby, B.C. 
AGRICULTURAL DIVISION — Thorold, Ontario 

FORGE DIVISION — Thorold, Ontario 

FRAME DIVISION — Thorold, Ontario 

AFTERMARKET DIVISION — Stoney Creek, Ontario 
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( HAYES-DANA LIMITED es 
SEDEARY COMPANIES 
CONSOLIDATED FINANCIAL STATEMENTS 
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TICE Box 1018 One James Street South 
Hamilton, Ontario L8N 3R1 
aterhouse & Co, (416) 525-9650 


CHARTERED ACCOUNTANTS 


September 24, 1975 
AUDITORS! REPORT 


To the Shareholders of 
Hayes-Dana Limited: 


We have examined the consolidated balance sheet of Hayes-Dana Limited and its 
subsidiaries as at August 31, 1975 and the consolidated statements of income and 
retained earnings and changes in financial position for the year then ended. 

Our examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered 


necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial 
position of the Companies as at August 31, 1975 and the results of their operations 
and the changes in their financial position for the year then ended, in accordance 
with generally accepted accounting principles applied on a basis consistent with 


that of the preceding year. 
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Chartered Accountants 
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HAYES-L[ 


AND SUBSIDL 
CONSOLIDATE 
ASSETS 
August 31 
USES 1974 
Current assets: 
Cash S$ 97,000 S$ 162, 000 
Accounts receivable 7 5453,000 10, 437, 000 
Inventories (Note 2) 19, 493, 000 20, 303, 000 
Prepaid expenses 827, 000 823, 000 
Due from Dana Corporation and affiliates 951, 000 - 
28,821,000 31, 725,009 
Fixed assets, at cost: 
Land and improvements to land 906, 000 900, 000 
Buildings 10, 492, 000 10, 035, 000 
Machinery and equipment 43, 861, 000 41,645, 000 
55, 259, 000 52, 580, 000 


Less- Accumulated depreciation 


Other assets: 


24, 038, 000 
31,221,000 


21, 382,000 


31, 198, 000 


Investments at equity 613, 000 564, 000 
Unamortized deferred expenses (Note 3) 464, 000 1, 362, 000 
Other investments 207, 000 299, 000 

1, 284, 000 2,225,000 


$61, 326, 000 


$65, 148, 000 


IMITED 
COMPANIES 


NCE SHEET 


LIABILITIES AND SHAREHOLDERS' 


Current liabilities: 
Bank advances 
Accounts payable and accrued liabilities 
Due to Dana Corporation and affiliates 
Income taxes payable 
Current portion of long-term debt 
Dividend payable 


Long-term debt: 
7-3/8% secured debenture (Note 4) 


eferred income taxes 
Shareholders' equity (Notes 5 and 6): 


Common shares, without nominal or 
par value 


Retained earnings 


APPROVED BY THE BOARD: 


Ge Bo ET CHELIE Director 


GEORGE D. DORESCO Director 


EQUITY 
August 31 

WS: 1974 
8 75 TOO; O08 S 8,665, 000 
8,007, 000 11,896,000 
= 383, 000 

688, O00 - 

200000 2,000, 000 
358, 000 358, 000 
1}, ZS. (OOW 23, 302, 000 
1,500, 000 4,000, 000 
9530251000 8,184, 000 
9,274, 000 9,274,000 
ZIT O00 20, 388, 000 
Bhs 27 ike OOO 29, 662, 000 
$61, 326, 000 $65, 148, 000 
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HAYES-DANA LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 


Sales 


Dividends, interest and other income (net) 


Costs and expenses (including depreciation of 
570071000 n41975 /ands3.376, 000) in 1974): 


Cositeomesalkes 


Selling, general and administrative 


expenses 
Interest on long-term debt 
Bank interest 


Income before income taxes 
Income taxes 

Net income for the year 
Dividends declared (Note 5) 
Earnings retained in business 


Retained earnings: 
Beginning of year 


End of year 


Net income per share 
Cash dividends paid per Class A share 


Cash dividends paid per Class B share 


Year Ended August 31 


LOS 


$90, 187, 000 
234, 000 


90,421, 000 


79,785,000 


4,144, 000 
380, 000 


____ 839, 000 


85, 148, 000 
D2 753000 


2,228, 000 


3,045, 000 


1,436, 000 


1, 609, 000 


20, 388, 000 


$21,997, 000 


De 
24¢ 
20.4¢ 


1974 


$90,051, 000 
1722202 000 


90527 15/000 


81,124, 000 


3, 641, 000 
509, 000 


685, 000 


85,959, 000 
4,312,000 


1,904, 000 


2, 408, 000 


__1, 603, 000 


805, 000 


19, 583, 000 
$20, 388, 000 
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HAYES-DANA LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Financial resources were provided by: 
Net income 
Charges not requiring current funds- 
Amortization of deferred expenses 
Depreciation 
Deferred income taxes 


Funds from operations 


Capital stock issued 
Decrease in other assets, before 
amortization of deferred expenses 


Financial resources were used for: 
Additions to plant and equipment (net) 
Dividends and special tax paid 
Increase in other assets, before 

amortization of deferred expenses 
Reduction of long-term debt 


Increase in working capital 
Working capital at beginning of year 


Working capital at end of year 


Year Ended August 31 


LOTS 


$3,045,000 


898, 000 
3,667, 000 


elo 000 


8, 728, 000 


43,000 


Gi5,7.7 £000 


3, 690, 000 
1, 436, 000 


2,500, 000 


7,626, 000 


1,145, 000 


8,423, 000 


$9, 568, 000 


1974 


$2, 408, 000 


816, 000 
3, 376, 000 


LE 1985000 


7,798, 000 


L000 


7,809, 000 


3, 762, 000 
1,461, 000 


321, 000 


2,000, 000 


7,544, 000 


265, 000 


_8, 158, 000 


$8,423, 000 
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HAYES-DANA LIMITED 
AND SUBSIDIARY COMPANTES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGU Siaeo ks elo 7 


SUMMARY OF ACCOUNTING POLICIES: 


The significant accounting practices and policies employed in the preparation 
of the consolidated financial statements of Hayes-Dana Limited and its 


subsidiaries are summarized below. 


The consolidated financial statements include the accounts of the Company 
and its wholly-owned subsidiary companies, Hayes-Dana Parts Co. Ltd., 
Hayes-Dana Properties Limited, Hayes-Dana Special Services Limited and HDSP 


Parts Limited. 


Investments in corporate joint ventures are carried at cost plus equity in 


their undistributed net income. 


Other long-term investments are carried at net realizable value except for 


one minor foreign subsidiary which is carried at cost. 


Depreciation is computed over the estimated useful lives of property, plant 
and equipment using the straight-line method for financial reporting purposes 
and accelerated depreciation for income tax purposes. Amounts equal to the 
related reduction in income taxes are provided in deferred income taxes. 

The carrying value of properties retired or otherwise disposed of, and 
accumulated depreciation thereon, are eliminated from the accounts and any 
resulting gain or loss is recognized in income. Expenditures for maintenance 


and repairs are charged to income and renewals and betterments are capitalized. 


The Company's frame plant operations are affected to some extent by car model 
changes. It is the Company's policy to defer expenditures incurred to bring 
the frame plant into full production as a result of major expansions and 
model changeovers, and to amortize such expenditures over the estimated 


production life of the new design. 


% 
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Notes 
Page 2 


Foreign currency balances and transactions are translated into Canadian 
dollars as follows: long-term assets and liabilities at exchange rates in 
effect at dates of acquisition; current assets and liabilities at rates in 
effect at August 31; revenue and expenses at average rates for the year. 
Unrealized gains on translation of foreign currency are deferred and carried 
forward on the consolidated balance sheet; unrealized losses are charged 

to income. The unrealized gain as at August 31, 1975 resulting from the 
translation of net current balances at year-end rates of exchange is not 


significant. 


Earnings per share are computed on the basis of the weighted average number 
of shares outstanding during the year. Shares reserved for issuance under 


the stock option plan would not materially dilute earnings per share. 


INVENTORIES: 


Inventories are valued at the lower of cost and net realizable value with 


cost determined on a first-in first-out basis, and consisted of: 


O75 1974 


Raw materials 52 6.99975 000 S$ 6,146,000 


Work-in-process and finished 
goods 12, 896, 000 14, 157, 000 


$19, 493, 000 $20,303,000 


UNAMORTIZED DEFERRED EXPENSES: 


During the year $898,000 of deferred expenses was charged against earnings 
of the current year. The unamortized deferred expenses of $464,000 at 


August 31, 1975 will be amortized in 1976. 


Notes 
Page 3 


LONG-TERM DEBT: 


During the year the Company repaid $2,000,000 of the 7-3/8% debenture, leaving 
a balance of $4,000,000 at August 31, 1975. The Company is required to make 
semi-annual repayments of $1,000,000 in December 1975, and $1,500,000 in 

June and December, 1976. The debenture is secured by certain of the Company's 


property and equipment. 


CAPITAL STOCK: 


The authorized capital of the Company is 8,000,000 Class A and B shares. 

There are 5,985,530 shares issued consisting of 5,842,075 Class A and 

143,455 Class B as at August 31, 1975. The shares are inter-convertible 

on a share-for-share basis and the rights of each class are identical. 

Both classes of shares rank equally as to dividends but Class A shares are 
entitled to taxable cash dividends; Class B shares are entitled to dividends 
out of tax-paid undistributed surplus on hand and 1971 capital surplus on 
hand. These dividends will be in an amount equivalent to the dividends 

paid on the Class A shares less any applicable taxes. The 1974 dividends 
declared of $1,603,000 include a stock dividend and related taxes of $167,000. 


STOCK OPTIONS: 


The Employees' Stock Option Plan provides for options to be granted to key 
employees to purchase up to 110,250 shares of the Company's capital stock 
at a price equal to the market value of the shares at the date granted. 
During the year ended August 31, 1975 no options were exercised and options 
on 10,500 shares at $5.00 per share were granted. At August 31, 1975 the 
following options to purchase were outstanding: 59,623 shares at $4.99; 
10,500 shares at $5.00; 8,925 shares at $9.05 and 1,050 shares at $11.16, 


including options for 52,125 shares held by directors and officers. 
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Notes 
Page 4 


PURCHASE AGREEMENT: 


The Company has agreed to purchase all the outstanding shares of Byers 
Truck & Trailer Equipment Limited, a small Canadian operation. The purchase 
will be completed if the necessary approval is obtained from the Foreign 


Investment Review Agency. 


REMUNERATION OF DIRECTORS AND OFFICERS: 


The Company and its subsidiaries paid $17,800 to eight directors and $343,176 


to eight officers, two of whom are directors. 


PENSION PLANS: 


The unfunded past service liability of the Company's pension plans which is 

being amortized over not more than fifteen years is estimated by independent 
actuaries to be $7,900,000 (of which $5,200,000 represents employees vested 

benefits). Pension plan expenses for the year amounted to $1,739,000 


(19:7 4-"S151.73;.000): 
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